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November 28, 1996
The Honorable Terry Branstad




I am once again pleased to submit the Annual Report of the Iowa Department of Revenue and
Finance to you, the General Assembly and the taxpayers of Iowa. This report details the
Department’s activities and accomplishments while administering Iowa’s tax laws and Iowa’s
financial management operations during the fiscal year ended June 30, 1996. Although this
summary includes a brief discussion of the Iowa Lottery and its fundamental aims, a separate
report prepared by the Lottery Division provides comprehensive information on that
organization’s fiscal activities.
The Department of Revenue and Finance continues to work toward the realization of many
varied goals. The most important of these goals are to encourage voluntary compliance through
continued taxpayer education and assistance; to enhance revenue collections from all sources; to
promote and improve the financial management of state government; to increase the productiv-
ity of all operational phases; and to facilitate the professional growth of a dedicated staff.
As the Director of the Department, I remain committed to the equitable administration of Iowa’s
tax laws and the efficient collection of state tax revenues.
Sincerely,
G. D. Bair, Director
Iowa Department of Revenue and Finance
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   DEPARTMENT GOALS
collect all taxes due, but no more...
• The Department determines, assesses and collects revenue from 13 different state sources and three
sources of local revenue taxes.
• Nearly 4 million documents are processed in a typical year.
• During “tax season” (January through April) the Department employs more than 100 temporary
workers to assist in processing 1.3 million individual income tax returns.
• A total of 495 full time employees staff the central office, 11 in-state field offices and locations
in eight other states.
• More than 15,000 sales and use tax permits are issued every year, and approximately 10,000 with-
holding tax agents are registered. In total, the Department issues in excess of 30,000 permits
annually.
conduct the Iowa Lottery to maximize revenue...
• The Iowa Lottery Board and commissioner conduct games to raise funds for state purposes.
• Lottery sales totaled $190 million in Fiscal Year 1996, with more than $51 million raised for
worthwhile state programs.
manage the state’s financial resources...
• The Department annually receives, disburses and monitors billions of dollars for the State of Iowa.
educate the taxpaying public about Iowa taxes...
• Last year the Taxpayer Service Section responded to questions from and provided assistance to more
than 575,000 taxpayers by phone, mail or in person.
• Taxpayer service specialists throughout the state gave more than 540 presentations to more than
10,000 people. In addition, they contacted more than 2,900 new businesses and local govern-
ment offices.
The Iowa Department of
    Revenue and Finance strives to...
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• Coordinated and managed the Electronic Income Tax Filing Program
– more than 600 Iowa tax professionals participated
– nearly 80,000 income tax returns received electronically
– maintained 1.5 percent error rate on electronic returns vs. 10 percent error rate on paper returns
• Continued to design and build the Integrated Revenue Information System (IRIS)
– Developed and implemented Motor Vehicle Fuel Tax Module
– Completed design of Individual Income Tax Module
– Initiated detailed design of Field Office of the Future
• Drafted and started implementation of “1996-2001 Strategic Plan”
– set six broad-based goals: improve voluntary compliance; enhance collection services;
improve accounting systems; analyze performance and measure results; improve tax return
processing; and facilitate employee development
– identified 20 highest-priority strategies and defined specific actions to meet our goals
– established teams (involving more than 100 employees) to study processes and make
recommendations
• Improved motor fuel tax processes and audit enforcement revenue
– changed point of taxation for motor fuels to terminal rack effective January 1996, increasing net
collections in calendar 1996 by $10-15 million (projected)
– implemented telefile system for motor fuel refund claims, eliminating paper claims and reducing
average refund turnaround to 10 days
– increased audit enforcement revenue by 10 percent to $42.5 million
• Increased use of Electronic Funds Transfer for deposit of tax receipts
– 41 percent of all revenue collected by the Department was received by EFT
– More than 50 percent ($771,266,552) of income tax withholding deposits were made by EFT
– Nearly 49 percent ($744,853,135) of sales and use tax deposits were made by EFT
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GROSS TAX COLLECTIONS
AND REFUNDS
Gross Tax Col lections
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SALES AND USE TAXES
Sales Tax 1
Use Tax
Motor Vehicle Use Tax
Total Sales and Use Taxes
CONSUMPTION TAXES
Motor Vehicle Fuel Tax
Aviation Fuel Tax
Subtotal – Motor Fuel Taxes
Cigarette Tax
Tobacco Tax
Subtotal – Cigarette and Tobacco Taxes
Total Consumption Taxes
Total Inheritance and Estate Taxes
MISCELLANEOUS TAXES
Environmental Protection Charge
Motor Vehicle Use 25% EPC Deposit
Real Estate Transfer Tax
Hazardous Materials Permit Fees
Insurance Premium Tax
Reimbursements
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NON-COMPLIANCE COLLECTIONS
Five Year Comparison
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1 Beginning on July 1, 1995, the maximum amount of motor vehicle use tax collections available for transfer to the EPC fund was
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FIVE YEAR TREND
FY 92-96 Gross Collections






























































      Source: Iowa Department of Revenue and Finance Page 11 of 25
FY 1996 Annual Report
       Calendar Year 1995
The following information excludes Board of Regents institutions and the Department of Transportation.
Net payroll checks issued in 1995 $359.2 Million
Average number of employees paid
per pay period through centralized payroll 20,137
Average percentage of full-time employees
utilizing direct deposit for deposit of paycheck 78.0 %
Total payroll costs for centralized payroll in 1995
(includes all state shares) $727.0 Million
Total payroll costs include the following state contributions:
Accounting for these state share disbursements, as well as mandatory and discretionary employee deduc-
tions totaling $238.2 million, is the responsibility of the Centralized Payroll Section.
State share FICA $42.3 Million
State share IPERS 31.5 Million
State share Police Retirement 4.2 Million
State share Health Insurance 47.9 Million
State share Dental Insurance 2.1 Million
State share Life Insurance 0.26 Million
State share Disability Insurance 1.3 Million
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Elk Run Heights 71,579
Hudson 140,677
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  TOTAL $86,248,271
(continued from page 13)
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PROPERTY TAXES
A 10-Year Comparison
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Originally adopted to provide
property tax relief and to
encourage home ownership.
The current credit is equal to
the actual levy on the first
$4,850 of actual value.
Incorporated into the Home-
stead Tax Law to provide
additional relief to the elderly
and persons with disabilities.
Provides assistance for
qualifying renters.
Enacted as a supplement to the
Disabled and Senior Citizens
Property Tax Credit. The
objective is to provide mobile
home owners with equivalent
aid.
Established in conjunction with
the Disabled and Senior
Citizens Property Tax Credit.
The credit gives 100 percent
assistance to qualified individu-
als who are required to pay
special assessments.
ELIGIBILITY
Must own and occupy the
property as a homestead on
July 1 of each year, declare
residency in Iowa for income
tax purposes and occupy the
property for at least six months
each year. Persons in the
military or nursing homes who
would otherwise qualify are
also eligible.
Must be 65 or older, surviving
spouse 55 on or before Dec.
31, 1988, or totally disabled.
Must have been a resident of
Iowa during the entire
preceding year and have
household income of less than
$14,000.
Must be 23 or older. House-
hold income must be less than
$14,000.
Requirements parallel those for
the disabled and senior citizens
credit.
FILING REQUIREMENTS
Claim must be filed on or
before July 1 of the first year
for which the credit is claimed.
Claims filed July 2 through
Dec. 31 are considered a claim
filed the following year. Claim
is allowed for successive years
without further filing as long
as eligible.
A property owner must file a
claim with the county treasurer
by June 1 preceding the fiscal
year in which the property
taxes are due. Renters must file
with the Department of
Revenue and Finance by Oct.
31 to claim reimbursement for
the prior calendar year.
On or before June 1 of each
year, each mobile home owner
eligible for a reduced rate may
file a claim for such tax rate
with the county treasurer.
The claimant must file a claim
with the county treasurer by
Sept. 30 of each year.
LOCAL GOVERNMENT SERVICES
FY 96 Assistance Programs
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Local Government Services, continued
DESCRIPTION
Provides an exemption for
certain pollution control
equipment after the construc-
tion or installation is com-
pleted.
Provides an exemption for
impoundment structures and
land underlying an impound-
ment located outside any
incorporated city or town.
Provides an exemption for
low-rent housing until the
original housing development
mortgage is paid in full or
expires.
Credit established to partially
offset the school tax burden
borne by agricultural real
estate. Current law allows a
credit for any school general
fund tax in excess of $5.40 per














New installations or existing
property if installed after Sept.
23, 1970. Exemption is limited
to market value of property.
Used for agricultural purposes.
Property owned and operated
by a nonprofit organization
providing low-rent housing for
the elderly and the physically
and mentally disabled.
All land used for agricultural
or horticultural purposes in
tracts of 10 acres or more.
Buildings or other structures
are excluded.
FILING REQUIREMENTS
Application must be filed no
later than Feb. 1 of the first
year for which the exemption
is requested.
Persons owning such structures
must apply to the assessor each
year before July 1.
Must file with the assessor no
later than July 1. The claim is
allowed on the property for
successive years without
further filing as long as the
property is used for purposes
specified in the original claim.
Land owners are not required
to file a claim. The county
auditor determines the amount
of credit applicable to each
taxpayer.
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Covers, Rivers and Streams,
River and Stream Banks
and Open Prairies
exemption only













All land used for agricultural
or horticultural purposes in
tracts of 10 acres or more.
Buildings or other structures
are excluded.
Property not used for eco-
nomic gain.
Forest Reserve: Minimum of
two acres, contain not less than
200 trees per acre, not used for
economic gain other than rais-
ing trees. Fruit tree: Not less
than one nor more than 10
acres. Exemption for 8 years.
Varies with type of program.
The amount of exemption
varies according to the
wartime period of active duty.
FILING REQUIREMENTS
Claims filed between July 1 and
October 15.
Application must be filed with
the commissioner of the soil
conservation district in which
the property is located by April
15 of the assessment year.
Application filed with assessor
between Jan. 1 and April 15 of
the year for which the exemption
is first claimed.
None
A qualified veteran must file a
claim with the local assessor by
July 1 of the first year eligible.
Subsequent claims need not be
filed on the same property.
DESCRIPTION
Credit established to partially
offset the school tax burden
borne by agricultural real estate.
Current law allows a credit for
any school general fund tax in
excess of $5.40 per $1,000 of
assessed value.
Provides an exemption as
designated by the board of
supervisors for the county in
which the property is located.
Provides an exemption to any
person who establishes a forest
or fruit tree reservation.
Provides a form of revenue
sharing and payment for
property tax not collected to
local jurisdictions.
Serves to reduce the taxable
value of property for military
veterans who served on active
duty during specified wartime
periods.
Back to Contents
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The tax is imposed on the sale
of cigarettes and must be paid
by the person making the first
sale in Iowa. Tax payment is
shown by a stamp affixed to
each cigarette package.
The tax is imposed on the Iowa
net income of corporations
doing business within this state
or receiving income from
property in the state. For tax
years on or after Jan. 1, 1987,
Iowa imposes an alternative
minimum tax equal to 7.2% of
Iowa tax preferences. For tax
years on or after Jan. 1, 1988,
the tax is imposed on the
unrelated business income of
nonprofit corporations.
Tax is imposed on dealers in
possession of specified
quantities of marijuana and
other controlled substances.
The EPC is imposed on all
deposits of petroleum products
into non-exempt underground
storage tanks in Iowa. Begin-
ning June 10, 1991, the charge
is also imposed on non-exempt
aboveground tanks.
DUE DATES OF RETURNS
Tax returns must be filed by the
permit holder by the 10th day of
each month for the preceding
calendar month.
Corporation tax returns must be
filed by the last day of the
fourth month after the close of
the tax year. Cooperatives must
file a return on or before the
15th day of the 9th month
following the close of the
cooperative’s tax year. Esti-
mated tax payments are due
from most corporations on a
quarterly basis. Nonprofit
corporation returns with
unrelated business income are
due on the 15th day of the 5th
month following the close of the
tax year.
Tax payment is required upon
possession and must be
evidenced by a stamp perma-
nently affixed to the taxable
substance.
EPC returns must be post-
marked by the last day of the




36¢ per package of 20
45¢ per package of 25
$94,133,883.04
6% on first $25,000
8% on next $75,000
10% on next $150,000
12% on all over $250,000
$277,637,454.76
$5/gram of processed marijuana
$750/unprocessed marijuana
plant
$250/gram of other taxable
substances
$400/10 doses if not sold
by weight
$420,096.07
1¢ per gallon of petroleum




As of July 1996
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RATE OF TAX
FY 96 Collections
5% of taxable income
$26,476,123.26
May not exceed 7%
$17,377,401.15
.4% on first $1,081
.8% on second $1,081
2.7% on next $2,162
5.0% on next $5,405
6.8% on next $6,486
7.2% on next $5,405
7.55% on next $10,810
8.8% on next $16,215
9.98% on all over $48,645
$2,024,030,947.22
Not to exceed 20% of state
income tax liability. Rate is








































DUE DATES OF RETURNS
Franchise tax returns must be
filed by the last day of the
fourth month after the close of
the tax year. Estimated
payments are due from most
financial institutions on a
quarterly basis.
Hotel/motel tax returns and tax
are submitted with quarterly
sales tax returns and are due the
last day of the month following
the end of each calendar quarter.
The final return and any tax
owing is due by the last day of
the fourth month following the
close of the tax year. Individuals
may be required to remit
estimated tax payments
quarterly. Income tax is also
collected through withholding
tax. Depending on the amount
of tax withheld, withholding tax
deposits are due annually,
quarterly, monthly or semi-
monthly.
Tax is collected with the
individual income tax return.
Returns are due the last day of
the fourth month following the
end of the tax year.
Iowa Tax Descriptions, continued
DESCRIPTION
Tax is imposed on the income
of state banks, national banking
associations, trust companies,
federally and state chartered
savings and loan associations,
financial institutions chartered
by the Federal Home Loan
Bank Board and production
credit associations. For tax
years on or after Jan. 1, 1987,
Iowa imposes an alternative
minimum tax equal to 3% of
Iowa tax preferences.
Hotel/motel tax is imposed on
the gross receipts from the
renting of hotel or motel rooms
for 31 consecutive days or less.
Tax is imposed on Iowa net
income of individuals and
estates and trusts. Individuals
who have a net income of
$9,000 or more must file an
Iowa income tax return. Tax-
payers with a combined income
of $13,500 or less ($9,000 or
less for single taxpayers) are
generally not required to pay
Iowa income tax. Individuals
may also be subject to the min-
imum tax on tax preferences
and a tax on lump sum dis-
tributions from pension plans.
Upon voter approval, school
districts may initiate educa-
tional improvement programs
where school boards may raise
an additional portion of the
state cost per pupil. This
enrichment amount is raised
through a surtax (not to exceed
20% of state income tax
liability) and through an
accompanying property tax.
Back to Contents
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Inheritance Tax: From 1% to 15%
dependent upon the amount of the
inheritance and the relationship of
the recipient to the decedent.
Estate Tax: Amount by which the
allowable federal credit for state
death taxes exceeds the inheri-
tance tax due from the estate.
$95,885,772.87
2% of the adjusted gross amount
of premiums, assessments and
fees received during the preceding
calendar year.
$104,274,001.36
Not more than 1%.
$86,248,271.00
Gasoline 20¢/gal.
Ethanol Blended Gasoline 19¢/gal.
Aviation Gasoline 8¢/gal.
Special Fuel (diesel) 22.5¢/gal.
Special Fuel (LPG) 20¢/gal.
Special Fuel (aviation) 3¢/gal.
Compressed Nat. Gas 16¢/100 ft. 3
$407,038,148.15
DESCRIPTION
This tax is imposed on any
person other than a surviving
spouse who becomes benefi-
cially entitled to any property or
interest by any method of
transfer. Administrators,
executors, referees and trustees
of estate transfers which are
taxable may also be liable for
such taxes.
This tax is administered by the
Commerce Department, with
the Department of Revenue and
Finance serving as a depositing
agency for the tax receipts. The
tax is imposed on the premiums
of every insurance company
except fraternal beneficiary
associations.
Tax is imposed by counties
either countywide or in incorp-
orated or unincorporated areas.
Under very special circum-
stances it may also be imposed
by a city. With a few exceptions,
it is imposed on sales and ser-
vices taxed under state sales tax
provisions. There is no corre-
sponding local option use tax.
Tax is imposed on each gallon
of motor vehicle fuel sold in
Iowa for use on Iowa highways.
Motor vehicle fuel includes
gasoline, diesel fuel, liquified
petroleum gas, compressed




























DUE DATE OF RETURNS
In most instances, the return
must be filed and tax paid on or
before the last day of the 9th
month after the death of the
decedent.
Premium tax reports from all
insurers are to be filed before
March 1 of each year. Prepay-
ment of taxes equal to one-half
of the prior year’s taxes is due
June 1.
Local option sales tax is due at
the same time as the state sales
tax return.
Tax returns are required to be
filed by the licensee no later
than the last day of the month
following the month in which
the fuel was withdrawn from
the terminal or, in the case of
LPG or CNG, placed into the
fuel supply tank of a motor
vehicle. Importers are required
to file semimonthly.
Iowa Tax Descriptions, continued Back to Contents
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Iowa Tax Descriptions, continued
RATE OF TAX
FY 96 Collections
Differs in each locality and
is a composite of county, city,
school district and special
levies. Taxes are levied in
terms of dollars per $1,000
of taxable value and are
collected locally.
$2,408,707,000.00
80¢ for each $500 or fractional
part of $500 in excess of $500










Property tax is levied on the tax-
able value of real property. The
taxable value may be a percentage
of the assessed value as a result of
statewide limitations for allowable
growth. The assessed value is
100% of market value, except for
agricultural realty (assessed
according to its productivity) and
computers and industrial mach-
inery and equipment (assessed at
30 percent of net acquisition cost).
The tax is imposed on the
transfer of real estate. Tax
payment is noted on the
instrument of transfer at the
time the instrument is
recorded.
The tax is imposed on gross re-
ceipts from all sales of tangible
personal property and enumerated
services. Certain exceptions are
provided, including exemption of
the sales of certain foods, pre-
scription drugs, medical devices,
and farm and industrial machin-
ery, equipment and computers.
Tax is imposed on the whole-
sale sales price of all tobacco
products except cigarettes and
little cigars.
Use tax includes: (1) The 5%
excise tax collected by out-of-
state based firms making sales of
tangible personal property or
certain services purchased for
use in Iowa. (2) The 5% excise
tax on goods or services
purchased tax free by consumers
and subsequently used in Iowa.
(3) The 5% excise tax collected
by Iowa county treasurers or the
Iowa Department of Transporta-
tion on vehicles subject to
registration.
DUE DATES OF RETURNS
The tax may be paid in two
installments, the first of which
becomes delinquent on Oct. 1 and
the second of which becomes
delinquent on April 1.
Tax is payable when the deed or
other instrument conveying the real
property is presented for recording.
Tax returns must be filed by the
county recorder by the 10th day of
each month for tax collected during
the preceding month.
Depending on the amount of tax
collected, a deposit and returns
are due annually, quarterly,
monthly or semi-monthly.
Distributors are required to file tax
returns by the 20th day of each
month for the preceding calendar
month.
(1) Returns from out-of-state firms
must be filed on or before the last
day of the month following the
close of the calendar quarter.
Retail use tax permit holders
collecting more than $1,500 per
month are required to file on a
monthly basis. (2) Returns for
goods and services purchased tax
free must be filed on or before the
last day of the month following the
close of the calendar quarter. (3)
Reports and remittance from county
treasurers on vehicles subject to
registration must be filed on or
before the 10th day of the month

















17.25% of the tax
receipts are retained
by the county. Of the
remaining 82.75%,
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The first major state tax in Iowa was created in 1921 when the state passed a 2¢ per package tax on ciga-
rettes. In 1934 the sales and income taxes were created as property tax relief measures. Since that time
several significant changes have occurred, both in the tax base and in the tax rates of Iowa’s major revenue
sources.
While certain changes in a particular tax base may be of equal or greater importance than changes in the tax
rate, the history of the key developments in a particular tax may often be identified through an examination
of tax rate changes. Additional information regarding these changes may be obtained by contacting the
Internal Resource Management Division of the Iowa Department of Revenue and Finance.
Individual Income Tax
1934 tax enacted at 1% – 5% 1967 rate changed to .75% – 5.25%
1953 rate changed to .75% – 3.75% 1971 rate changed to .75% – 7%
1955 rate changed to .8% – 4% 1975 rate changed to .5% – 13%
1957 rate changed to .75% – 3.75% 1988 rate changed to .4% – 9.98%
1965 rate changed to .75% – 4.50%
Corporation Income Tax
1934 tax enacted at 2% 1965 rate changed to 4%
1955 rate changed to 3% 1967 rate changed to 4% – 8%
1957 rate changed to 2% 1971 rate changed to 6% – 10%
1959 rate changed to 3% 1981 rate changed to 6% – 12%
Sales and Use Tax
1934 sales tax 1955 rate changed to 2.5%
enacted at 2% 1957 rate changed to 2%
1937 use tax 1967 rate changed to 3%
enacted at 2% 1983 rate changed to 4%
1992 rate changed to 5%
Cigarette Tax
1921 tax enacted at 2¢/package 1971 rate changed to 13¢
1953 rate changed to 3¢ 1981 rate changed to 18¢
1959 rate changed to 4¢ 1985 rate changed to 26¢
1963 rate changed to 5¢ 1988 rate changed to 34¢
1965 rate changed to 8¢ 1989 rate changed to 31¢
1967 rate changed to 10¢ 1991 rate changed to 36¢
Motor Fuel / Diesel Fuel Tax
1925 tax enacted at 2¢ / gal. gasoline 1979 rate changed to 10¢ / 11.5¢
2¢ / gal. diesel 1981 rate changed to 13¢ / 13.5¢
1943 rate changed to 3¢ / 3¢ 1982 rate changed to 13¢ / 15.5¢
1945 rate changed to 4¢ / 4¢ 1985 rate changed to 15¢ / 16.5¢ (July 1)
1953 rate changed to 5¢ / 5¢ 1986 rate changed to 16¢ / 17.5¢ (Jan. 1)
1955 rate changed to 6¢ / 6¢ 1987 rate changed to 16¢ / 18.5¢
1957 rate changed to 6¢ / 7¢ 1988 rate changed to 18¢ / 20.5¢
1965 rate changed to 7¢ / 8¢ 1989 rate changed to 20¢ / 22.5¢
1978 rate changed to 8.5¢ / 10¢
HISTORY OF IOWA TAX RATES
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Georgia       Illinois
Kansas       Minnesota
New Jersey       New York
       Ohio       Pennsylvania


































































































State of Iowa Department of Revenue and Finance
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For answers to specific questions, contact:
Iowa Department of Revenue and Finance
Taxpayer Services Section
P. O. Box 10457
Des Moines, IA 50306
If calling from the Des Moines metropolitan area
or from out of state, please call  (515) 281-3114.
If calling from elsewhere in Iowa or from the Rock Island-Moline
or Omaha calling areas, call toll free 1-800-367-3388.
78-508
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